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Abstract
Studies on the ethical culture of organizations have mainly focused on ethical culture at the organizational level. This study 
explores ethical culture at the team level because this can add a more detailed understanding of the ethics of an organization, 
which is necessary for more customized and effective management interventions. To find out whether various teams within 
an organization can have different ethical cultures, we employ the differentiation perspective and conduct a survey of 180 
teams from one organization. The results show that there are significant differences between the ethical cultures of teams. 
These differences are relevant given the different relationships that were established between high and low clusters of team 
ethical culture and two outcome variables (i.e., the frequency of unethical behavior and employee responses to unethical 
behavior). The results also show that the dimensions of ethical cultures among teams have different patterns, which indicates 
the usefulness of using a multidimensional scale for capturing further differences among team ethical cultures.
Keywords Team ethical culture · Organizational ethical culture · Ethics management · Differentiation perspective · 
Corporate ethical virtues
The ethical culture of organizations is an important research 
topic, one that has received much attention in recent years 
(DeBode et al. 2013; Huhtala et al. 2016; Kangas et al. 2017; 
Riivari and Lämsä 2014; Treviño et al. 2014; Warren et al. 
2014). There are several reasons for this. The ethical culture 
of an organization is supposed to be an antecedent of the 
ethical behavior of its employees (Kaptein 2011a; Treviño 
et al. 1998) and their willingness to report unethical behav-
ior (Kaptein 2011b; Zhang et al. 2009a, b). In addition, the 
ethical culture of organizations has been positively associ-
ated with other organizational outcomes, such as innovation 
(Riivari and Lämsä 2014) and employee well-being (Kangas 
et al. 2017). There have also been empirical studies on the 
possible antecedents of the ethical culture of organizations, 
such as national cultures (Ardichvili et al. 2012; Burnaz 
et al. 2009) and ethics programs of organizations (Desplaces 
et al. 2007; Kaptein 2009; Warren et al. 2014).
Many of the studies on the ethical culture of organiza-
tions consider ethical culture to be homogeneous and unitary 
within an organization and to be distinctive between organi-
zations. For example, many researchers talk about the ethical 
culture of an organization (e.g., Warren et al. 2014; Zaal 
et al. 2017; Zhang et al. 2009a, b). Mayer (2014) highlighted 
in his review of the ethical culture literature that most studies 
use an organizational level of analysis where the differences 
between the ethical cultures of organizations are used to 
explain differences in outcomes between organizations (e.g., 
Douglas et al. 2001; Hunt et al. 1989; Koh and Boo 2004; 
Tsai and Shih 2005). Kaptein (2008) also found that ethical 
cultures between organizations differ significantly. Explicitly 
or implicitly assuming the homogeneity of the ethical culture 
of an organization pertains to what Martin (2002) calls the 
integration perspective of organizational culture.
Opposed to the integration perspective of organizational 
culture is the differentiation perspective. According to 
Martin (2002), this perspective is interesting because it 
views the organizational culture as a composite of differ-
ent subcultures or cultures at the suborganizational level, 
such as the team, division, and hierarchy. Trice and Beyer 
(1993) and Schein (2007) also theorized about the exist-
ence of subcultures within organizations, and there have 
 * Guillem C. Cabana 
 casolivaicabana@rsm.nl
 Muel Kaptein 
 mkaptein@rsm.nl
1 RSM Erasmus University Rotterdam, Room T11-52, P.O. 
Box 1730, 3000 DR Rotterdam, The Netherlands
 G. C. Cabana, M. Kaptein 
1 3
been evidence that subcultures within an organization 
form around occupations (Van Maanen and Barley 1984), 
sites (Sackmann 1997), ethnicity and gender (Bell 1990), 
national groups (Hofstede 1998a), organizational roles 
(Barley 1986), hierarchical levels (Brunsson and Sahlin-
Andersson 2000), and teams (Glisson and James 2002). 
When there are also different subcultures formed around 
the ethics of an organization, it is necessary to examine 
the ethical cultures at the suborganizational level to better 
understand and manage the (bigger) ethical culture of that 
organization.
Although some studies have measured the ethical cul-
ture at the suborganizational level when examining vari-
ous organizational outcomes, this has not been sufficient 
to determine whether different ethical cultures exist within 
an organization. For example, Schaubroeck et al. (2012) 
explored the influence of the shared ethical culture of teams 
within a military organization on the relationship between 
ethical leadership and ethical behavior, and Huhtala et al. 
(2015) studied the shared ethical culture of work groups as 
an antecedent of employee well-being. These studies are 
important in showing that ethical subcultures may be rel-
evant when studying leadership and well-being at suborgani-
zational levels; however, whether the differences between 
ethical subcultures are statistically significant remains 
unexamined.
The contribution of our study is the claim that many 
different ethical cultures can exist within an organization. 
To date, neither this possibility nor the significance of the 
differences between ethical cultures within an organization 
have been studied in the literature. More specifically, this 
study focuses on the differences between team ethical cul-
tures because teams are an important unit of management 
and analysis within organizations (Glisson and James 2002). 
We use the Corporate Ethical Virtues Model (Kaptein 2008), 
which consists of eight dimensions, to extend our explora-
tions along the following lines. First, we examine whether 
different team ethical cultures can exist within a large organ-
ization by comparing each team’s aggregated score on all 
eight dimensions of ethical culture. Second, we analyze in 
two ways whether the differences in team ethical cultures are 
relevant for organizations. We examine whether the dimen-
sions of ethical cultures among teams can have different pat-
terns, operationalized as the order of and distance between 
the eight dimensions from the most to least embedded. Dif-
ferent patterns indicate that each type of pattern needs dif-
ferent management interventions. We also examine whether 
the differences in team ethical cultures can lead to different 
organizational outcomes operationalized as the frequency of 
perceived unethical behavior and the responses of employees 
to them. To test the differences and relationships, we used 
a sample of 180 teams from a private organization in the 
United Kingdom.
We start with an overview of the theoretical background 
of the study, focusing on the concepts of organizational 
culture, team culture, and ethical culture. We then present 
our hypotheses and describe the method and results of our 
empirical study. We conclude with a discussion of the impli-
cations of our results for extant theory and future research.
Theoretical Background and Hypotheses
Team Culture
Organizational culture is defined as the learned and shared 
assumptions, values, and behaviors of members of an organi-
zation (Schein 2007). Organizational culture, as suggested 
by Schein, consists of three different layers: a (deepest) 
layer of assumptions and shared meanings, a middle layer 
of values, and a surface layer of more observable factors 
such as behaviors that reflect those assumptions and shared 
meanings. Organizational climate is the other often-named 
component of the informal organizational context (Schneider 
et al. 2013). Although the differences between the two con-
structs of organizational climate and culture are disputed—
for example by Denison (1996) and Schneider et al. (2017)—
they can be distinguished from each other following Glisson 
and James (2002): climate is the way people perceive their 
work environment (property of the individual), and culture 
is the way things are done in an organization (property of 
the organization). Organizational culture has been shown 
to be important for organizational outcomes. For example, 
Sackmann’s (2011) literature review of 55 studies empiri-
cally supports a direct association between organizational 
culture and various organizational performance measures, 
such as sales growth, market share, customer satisfaction, 
and product development.
Team culture encompasses the assumptions, values, 
and behaviors shared by individuals working together on a 
daily basis within the same suborganizational unit (Schein 
2007). There are various terms used in the literature to refer 
to “team”; for instance, scholars interchangeably use “sub-
group” (Earley and Mosakowski 2000), “group” (Liden et al. 
2014), or “unit” (Glisson and James 2002). Ashkanasy et al. 
(2000) argue that the culture of organizations is inherently 
multilevel and that the team is one of the main levels of 
analysis, alongside the individual, organizational, and soci-
etal levels (e.g. Chao 2000; Glick 1985).
Team culture is different from organization culture and 
belongs to a separate level of analysis. While the latter com-
prises the shared assumptions, values, and behaviors across 
the organization, the former refers to the cultural differences 
and similarities at the team level. Research on the differ-
ent aspects of team culture has yielded empirical evidence 
for positive associations with unit-level outcomes, such as 
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performance (Liden et al. 2014) and learning (Zellmer-
Bruhn and Gibson 2006), and individual-level outcomes, 
such as job satisfaction, commitment, and turnover (Glisson 
and James 2002).
Different cultures within an organization, as Schein 
(2007) posits, can emerge due to a process of differentiation 
or division of labor that creates smaller units, such as teams, 
which then begin an independent process of team culture 
formation with their respective leaders. Thus, for organiza-
tions that successfully age and grow, the coordination of 
the business from a single team becomes more complicated 
and costlier with an increasing number of employees, prod-
ucts, services, and customers. All teams start with some type 
of originating event, although mostly this is due to man-
agement decisions related to business needs. Next, teams 
evolve in different stages over time, starting with only the 
leader knowing what to do, and then as they mature working 
together, team members get to know and accept each other 
and understand how they can perform effectively (Schein 
2007).
Martin (2002) emphasizes that the resulting constellation 
of team cultures within an organization can be viewed from 
one of three perspectives—an integration, differentiation, or 
fragmentation perspective—depending on the level of con-
sensus within and among teams. An integration perspective, 
that focuses on the shared cultural elements or dimensions 
across the organization, assumes a homogenous culture and 
therefore, that all team cultures are similar to and consistent 
with an overarching organizational culture. A differentia-
tion perspective views the organizational culture as a com-
posite of subcultures that differ from each other and do not 
form a consistent organizational culture. A fragmentation 
perspective does not focus on consistency, shared values, 
assumptions, or behavior within an organization or within 
teams. This perspective highlights the lack of internal agree-
ment within groups regarding cultural manifestations and the 
importance of ambiguity.
However, neither Schein (2007) nor Martin (2002) explic-
itly examines the cultural manifestation of the ethical dimen-
sions of culture. It remains unexplored whether ethical cul-
ture and its dimensions might differ within an organization 
(e.g., among teams) and whether as a result, different ethical 
cultures at suborganizational level might exist. To shed light 
on the effects of the differentiation process on the ethical 
dimensions of culture, it is necessary to first understand 
clearly what a team ethical culture is.
Team Ethical Culture
Organizational ethical culture theory and research can be 
considered a subset of the organizational culture literature 
(Treviño et al. 1998). According to Mayer’s (2014) review of 
the ethical culture literature, there is hardly any consistency 
in the use of measures of ethical culture, which then leads to 
construct validity problems. Mayer identifies three primary 
conceptualizations and operationalizations of ethical culture: 
the Corporate Ethical Values (Hunt et al. 1989), the Ethical 
Culture Index (Treviño et al. 1998), and the Corporate Ethics 
Virtues Model (Kaptein 2008). For Hunt and colleagues, an 
important aspect of an organization’s ethical culture is the 
ethical values of the organization, for which they propose a 
five-item measure that focuses on the occurrence of unethi-
cal behavior by managers, the degree to which employees 
have to compromise their own ethics at work, and whether 
wrongdoers in the organization are held accountable. 
Treviño et al. proposed the Ethical Culture Index, a 21-item 
measure centered on aspects of the ethical environment, 
obedience to authority, and code of ethics implementation. 
This 21-item measure differs from the measures of Kaptein 
and of Hunt and colleagues by combining both informal 
(e.g., values, behaviors) and formal elements (e.g., code 
of ethics) to define ethical culture. Kaptein developed the 
Corporate Ethics Virtues (CEV) model, drawing from Solo-
mon’s virtue-based theory of business ethics that suggests 
that organizations themselves possess virtues or conditions 
that foster ethical behavior and prevent unethical behavior. 
The CEV model is a 58-item measure of ethical culture, 
with eight ethical virtues or dimensions. The first dimension 
is clarity of ethical standards, which refers to concrete and 
understandable expectations. The second and third dimen-
sions reflect managerial behavior: the ethical role mod-
eling by supervisors and (senior) management. The fourth 
is feasibility, which is the opportunity or ability to behave 
ethically based on resources available (e.g., time, informa-
tion, equipment). The fifth is supportability, which refers to 
creating a shared commitment to ethical behaviors through 
fair treatment and mutual trust in the workplace. The sixth 
is transparency, which refers to the visibility of unethical 
behaviors and their consequences within the organization. 
Seventh is discussability, which is the opportunity to raise 
and discuss ethical issues. Finally, the eighth dimension is 
sanctionability, which is the likelihood of employees and 
managers being rewarded for ethical behavior and punished 
for unethical behavior.
Whereas Treviño et al. (1998) and Hunt et al. (1989) 
propose a one-dimensional scale of ethical culture, Kaptein 
(2008) develops a multidimensional scale to capture the 
dimensions of the ethical culture in organizations. Given that 
the aim of our study is to find out in what respect team ethi-
cal cultures differ (when they do differ), we have to use the 
CEV model because so far it is the only multidimensional 
scale of ethical culture. To preserve construct validity, the 
choice of the CEV model also reflects its recent use in many 
empirical studies on ethical culture (e.g., Huhtala et al. 2015, 
2016, 2018; Kangas et al. 2016, 2017; Pučėtaitė et al. 2016; 
Riivari and Lämsä 2014; Zaal et al. 2017).
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Consistent with our choice of CEV as a model, we define 
team ethical culture, following Kaptein (2009), as the shared 
set of experiences, assumptions, and expectations of manag-
ers and employees within a team about how the organization 
prevents them from behaving unethically and encourages 
them to behave ethically. In the remainder of this study, we 
refer to the different ethical cultures among teams as team 
ethical cultures (abbreviated as TEC).
As pointed out in the reviews of Treviño et al. (2006) 
and Mayer (2014), the study on TEC has received limited 
attention compared to the study on ethical cultures at the 
organizational level. Both reviews highlight the need for 
more studies on ethical culture at the team level. Martin 
(2002) argues that an explanation for this unevenness can be 
a bias towards the integration perspective in which scholars 
tend to choose an approach that emphasizes those dimen-
sions on which there is a high degree of consensus across 
the organization. To the best of our knowledge, most of the 
empirical studies on ethical culture has implicitly used the 
integration perspective, while a minority have been implic-
itly based on the differentiation perspective.1 In other words, 
to date, empirical studies on ethical culture have not openly 
or explicitly stated or discussed their choice of theoretical 
perspective. Studies from an integration perspective do not 
focus on the differences between teams and examine mainly 
the ethical culture at the organizational level because ethical 
culture is conceived to be homogeneous across the organiza-
tion. There have been a few published empirical studies on 
ethical culture at the team level (or similar types of groups 
within an organization, such as department and work group). 
Although none of these studies explicitly discussed which 
theoretical perspective on ethical culture they used, they 
can be considered as inherently based on the differentiation 
perspective. This is because these studies assume differ-
ences or variance in ethical culture among teams within an 
organization to study relationships with other organizational 
variables.
One of the first studies on ethical culture at the team 
level is Kaptein and van Dalen (2000). In their study, they 
explored the extent to which three departments of a Dutch 
bank had anything in common because a large fraud was 
committed in only one of them. Descriptive results revealed 
a few significant differences in the dimensions of the ethi-
cal culture of the three departments, with the department 
where the fraud was committed scoring lowest. Kaptein 
(2011a) found a negative relationship between six dimen-
sions of the ethical culture of teams and the frequency of 
observed unethical behavior. The sample of teams studied 
was from different organizations and thus it was not possible 
to establish whether TECs differ within one organization. 
Schaubroeck et al. (2012) studied how ethical leadership in 
a military organization plays a role in forming the ethical 
culture of work units. Interestingly, the study reported that 
larger units (platoons) had larger differences in terms of ethi-
cal culture than smaller units (squads). Although these vari-
ations in ethical culture across work units and hierarchical 
levels were used as a mediator, the study did not discuss the 
significance of such differences or the potential similarities 
between TECs.
More recently, Huhtala et al. (2015), Kangas et al. (2017), 
and Huang and Paterson (2017) studied ethical culture at the 
team level by using variance between groups as a reference 
to determine the shared experience of ethical culture within 
teams. The first two studies used the same Finnish public-
sector organization as a sample and results showed that a 
proportion of the total variance regarding ethical culture was 
explained by team membership. Huhtala and colleagues con-
firmed that the more ethical the team culture was perceived 
to be, the less burnout and more work engagement were 
reported within the team. In contrast, Kangas and colleagues 
found that shared perceptions of ethical culture by team 
members were not associated with sickness-related absences 
at the team level. Moreover, Huang and colleagues found 
that ethical culture at the team level of stores mediated the 
positive relationship between upper-level ethical leadership 
and team ethical voice and that team ethical voice positively 
influenced team ethical performance.
In all the above-mentioned studies, TEC was found to be 
a predictor or moderator; this suggests a minimum degree 
of variance between the teams of the same organization. 
However, these studies only reported the standard devia-
tions of the sample for TEC, which does not inform about 
the significance of the differences between TEC. Likewise, 
some of these studies reported the percentage of ethical cul-
ture variance explained by team membership; however, this 
alone does not clarify whether the differences are significant. 
Therefore, there lacks empirical evidence about the possibil-
ity of different TECs in an organization.
Differences Among Team Ethical Cultures
From a differentiation perspective, the basic foundation of 
team cultures is differential interaction. Because teams are 
1 Empirical studies on organizational ethical culture that follow 
an integration perspective are Ardichvili et  al. (2012); Baker et  al. 
(2006); Burnaz et al. (2009); Caldwell and Moberg (2007); Desplaces 
et  al. (2007); Huhtala et  al. (2013); Huhtala et  al. (2011); Huhtala 
et al. (2016); Kangas et al. (2016); Kaptein (2010, 2011a); Keith et al. 
(2003); Koh and Boo (2004); Park and Blenkinsopp (2013); Pierce 
and Sweeney,(2010); Pučėtaitė et  al. (2016); Riivari and Lämsä 
(2014); Riivari et  al. (2012); Ruiz-Palomino and Martínez-Cañas 
(2014); Sharma et  al.,(2009); Sweeney et  al. (2010); Tsai and Shih 
(2005); Valentine (2009); Valentine et  al. (2011); Valentine et  al. 
(2002); Valentine and Barnett (2007); Vitell and Hidalgo (2006); De 
Vries and van Gelder (2015); Webb (2012); Zaal et  al. (2017); and 
Zhang et al. (2009a, b).
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formal groups in which employees work with each other on a 
daily basis, the interactions among team members are prob-
ably more frequent than interactions with employees outside 
the team. According to Trice and Beyer (1993), such interac-
tions within teams provide one of the basis for the formation 
of subcultures. Social learning theory (Bandura 1977) helps 
explain how shared ethical culture can be created within 
teams through daily interactions and socialization between 
managers and employees. The ethical aspects of team culture 
are transmitted through socialization processes such as mod-
eling, observation, and individual interaction among team 
members. These processes are important because the more 
team members interact, the more they tend to develop shared 
assumptions, values, and behaviors.
While TECs are expected to be consistent within teams 
through socialization, there may not be such consistency 
across TECs within organizations. Many organizational fac-
tors facilitate interaction among some employees but inhibit 
it among others. The result is a process of cultural differenti-
ation that might fuel independent culture formation amongst 
teams. Schein (2007) lists five of such organizational factors: 
functional differentiation (related to occupation), geographi-
cal decentralization (related to continent, country or region), 
divisionalization (where different functions are (de)central-
ized), differentiation by hierarchical level (e.g., managers, 
nonmanagers, executives), and differentiation by product or 
market. While Trice and Beyer (1993) propose additional 
factors to foster differentiation, such as unionization or chan-
nels established for lateral and vertical communication, Glis-
son and James (2002) add managers as a factor that can 
foster the emergence of differentiated team cultures repre-
senting local properties of culture. To conclude, we come to 
the following hypothesis:
Hypothesis 1 The ethical culture of teams within an organi-
zation can differ from each other.
Different Patterns of the Dimensions of Team Ethical 
Cultures
Differences in the team ethical culture total scores among 
teams may not mean that all the individual scores for each 
dimension of the ethical culture among teams differ in the 
same way. For example, having an organization with teams 
with a high total score for ethical culture may not mean that 
all of the dimensions of the ethical culture of such teams 
score equally higher than those of the teams with a lower 
ethical culture. If the dimensions do not differ in the same 
way but show a distinction in their pattern or sequence, 
which is the order of and distance between the dimensions 
from the best embedded to least embedded, it is relevant 
to make this distinction and examine the different patterns. 
Ignoring those differences at the team level would risk 
ineffective management interventions to improve the ethi-
cal culture. For example, different interventions at the team 
level are required in an organization when within its teams 
with a high ethical culture, clarity is the best embedded of 
all the dimensions and the least embedded within its teams 
with a low ethical culture.
It is likely that the pattern of the dimensions of different 
TECs differ among teams within one organization. The fac-
tors that influence the differences in TECs may also have a 
different impact on each of the dimensions. For example, a 
team manager with an enabling leadership style will more 
likely create a TEC where the dimension of supportability 
scores higher and the dimension of sanctionability scores 
lower, while the opposite is more likely for a manager with 
a coercive leadership style (Bedi et al. 2016). Assessing the 
dimensions of ethical culture at only the organizational level 
may therefore ignore different patterns among teams within 
one organization. So we go one step further than Kaptein 
(2008), who found that dimensions of ethical culture at the 
organizational level are distinctive and relevant, by also 
studying whether dimensions of ethical culture at the team 
level are distinctive and relevant.
Some dimensions of the CEV model might be more 
closely related to the team level and, consequently, they 
should differ the most. The congruency of supervisors, for 
example, is basically related to how an individual supervisor 
acts within a team, and this perception might vary greatly 
among teams when there are many teams in an organization 
with each team having a different supervisor. In contrast, 
other dimensions more related to the organizational level 
and common to all teams, such as clarity in relation to the 
company values and norms, might show less variety between 
teams.
All eight dimensions form TEC but we expect five of 
them to be more influenced by the team level than by the 
organizational level. Congruency of supervisor, as previ-
ously mentioned, depends on the character and actions of 
the person who leads the team, which makes team members’ 
experiences less similar to those of other teams. Although 
resources are distributed at the organizational level, feasibil-
ity is also highly dependent on the team level because the 
amount of available resources to carry out tasks the right 
way may vary substantially between teams due to business 
needs. Supportability is another dimension that is more 
influenced by the team level because it is through the behav-
ior of team members that an employee perceives whether 
there is support for acting with integrity within a team. Dis-
cussability can be considered more dependent on the team 
level if we take into account that most of the daily conversa-
tions and interactions of employees, including ethics and 
compliance matters, happen within the team. Because the 
response (disciplinary or not) to unethical behavior is in the 
first instance determined by the supervisor who is in charge, 
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this dimension may also be more influenced by the team 
level.
In contrast, congruency of management, clarity, and 
transparency are three dimensions that are less team spe-
cific and more influenced by the organizational level. Role 
modeling by the (senior) management of an organization 
can be known to the same extent by employees in all teams. 
The standards of conduct and norms written down in the 
company code of conduct are the same for everyone in the 
organization and can be implemented in the same way (e.g., 
mandatory training). Because a company code of conduct 
is applicable to every employee, we then expect less vari-
ety in clarity. Transparency is another dimension that may 
be more influenced by the organizational level. To ensure 
transparency, organizations rely on company-wide monitor-
ing and audit systems. Thus, these mechanisms for detecting 
unethical behavior can be the same across the organization. 
Employees’ perception of these three dimensions, which 
are more likely to be influenced by the organizational level, 
should tend to be less different than their perception of the 
dimensions that are more team specific. It is worth noting 
though that employee’s perception of the dimensions that 
are more dependent on the organizational level may also be 
partially influenced by the team. For example, the percep-
tion of congruency of management may be shaped by how 
supervisors talk about management. Likewise, employee’s 
perception of transparency and clarity may be also positively 
or negatively influenced by supervisors’ opinions on com-
pany standards and communications.
With the distinction between dimensions being more 
influenced by either the team or the organizational level, 
we speculate that the teams with higher total TEC scores 
will have relatively higher specific team dimensions because 
they are the ones that are expected to differ the most. More 
specifically, we expect that only the dimensions of clarity, 
transparency, and congruency of management will not (or 
less) differ in their patterns within teams with higher and 
lower TEC because these dimensions are more influenced 
by the organizational level. At this point, we come to the 
second hypothesis:
Hypothesis 2 The pattern of the dimensions of different 
team ethical cultures can differ among teams within one 
organization.
Different Outcomes of Different Team Ethical 
Cultures
That the ethical culture among teams in an organization 
may differ is relevant when this difference leads to differ-
ent organizational outcomes, such as frequency of unethi-
cal behavior. Otherwise, neither academic nor managerial 
implications regarding TEC would follow if ethical cultures 
differ among teams but the outcomes are similar. As men-
tioned above, Treviño et al. (1998) and Kaptein (2011a) 
have found that ethical culture at the organizational level is 
negatively related to observed unethical behavior. For exam-
ple, Scholten and Ellemers (2016) have already found some 
indications of the influence of team ethical climates on the 
occurrence of misconduct in trading teams within a bank. 
Kaptein (2011b) also found that the ethical cultures of teams 
from different organizations are positively related to the 
intention to internally report observed unethical behavior. 
In a similar vein, we can expect that within the same organi-
zation, teams with a higher TEC will have more positive 
behavioral outcomes (e.g., willingness to report observed 
unethical behavior) and less negative behavioral outcomes 
(e.g., frequency of observed unethical behavior) than the 
teams with a lower TEC. In terms of the dimensions, we 
expect, for example, that the congruency of supervisors in 
teams with a higher TEC will be associated with positive 
responses to unethical behavior, such as the intention to 
report, while we do not expect this relationship in teams 
with lower TEC. So our third and final hypothesis, is:
Hypothesis 3 Different team ethical cultures within one 
organization can lead to different outcomes.
Methods
Sample and Procedure
Our sample consisted of all the 1720 employees of a British 
private organization. This organization works in the online 
travel industry and all four sites are located in the same city 
in the United Kingdom. All employees received an invitation 
to complete the electronic survey. Completion of the survey 
was anonymous and was awarded with one credit equiva-
lent to a mandatory 20-min compliance online course. There 
were 1545 employees who fully completed the survey, yield-
ing a response rate of 89.8%. Due to missing information 
regarding the respondents’ work team, the useable dataset 
was reduced to 1456. In line with the methodological recom-
mendations of Maloney et al. (2010), the minimum number 
of responding team members necessary for inclusion in this 
study was three per team. We omitted 21 teams that did not 
meet this requirement. The final sample consisted of 1378 
managers and employees divided into 180 work teams.
In our study, we used Shin et al. (2012) definition of a 
work team: a group of personnel that (1) forms the smallest 
functional unit in the organization, (2) reports directly to 
the same manager, and (3) works together on a permanent 
basis. The main job functions across the organization were 
customer service (e.g., attending customer via phone, email, 
or chat), customer experience (e.g., software engineering, 
Team Ethical Cultures Within an Organization: A Differentiation Perspective on Their Existence…
1 3
product design), and support (e.g., HR, compliance, finance). 
These three main functions were located at different sites in 
the same city. For our study, a team comprised of team mem-
bers who worked at the same site, did similar jobs related to 
one of the specific job functions described above, and had 
the same manager.
Managers (including supervisors) were not considered 
members of the teams they managed; instead they were 
grouped with other managers with the same hierarchical 
level and function and who reported to the same senior 
manager. We did this because otherwise managers’ experi-
ences would have been “drowned” by the experiences of the 
subordinates (Hofstede 1998a, p. 6) given that the former 
were essentially different from the latter. Although managers 
shared the same physical location with their subordinates, 
they had different job descriptions (e.g., objectives, manage-
rial duties), and they did not report to the same individual 
as their subordinates did. As a result, managers could be 
punished and rewarded for their behavior by their superi-
ors in ways different from how their subordinates would be 
punished and rewarded. In addition, managers reporting to 
the same (senior) manager frequently met each other during 
management team meetings, were part of the same email list 
(equal access to information) and were located in the same 
site. Therefore, it was reasonable to consider the managers 
in the study as separate teams.
The majority (60.6%) of the participants were male, and 
76% were younger than 41 years old. Slightly over a third 
(35.1%) of the respondents had been working in the organi-
zation for over 2 years, while a majority (64.9%) had been 
working for less than 2 years. On average, teams consisted 
of 7.6 members (SD = 4.15). The proportion of respondents 
with managerial tasks was 21%.
Measurements
Ethical Culture
To assess TEC, we used Kaptein’s (2008) CEV model 
because of its multidimensional nature. Specifically, we 
relied on the shortened 32-item version of the CEV Model 
developed by DeBode et al. (2013). Following Kaptein’s 
scale (2008), we measured the items using a 6-point Lik-
ert-type scale ranging from “1 = strongly disagree” to 
“6 = strongly agree”. Reliability (Cronbach’s alphas) of all 
the dimensions, depicted on the diagonal of Table I, was 
above the minimum of 0.70, as recommended by Nunnally 
(1978).
Outcome Variables
To assess the outcomes that were relevant for testing 
Hypothesis 3, we used four variables: observed unethical 
behavior and three types of responses to unethical behavior: 
internal reporting, external reporting, and directly resolv-
ing the matter. We captured observed unethical behavior 
using the item, “Have you observed unethical behavior in 
your team against the organization’s code of conduct in the 
last 12 months?” The responses were recorded in a binary 
option: “0 = No” and “1 = Yes”. Following Treviño et al. 
(1998) and Schaubroeck et al. (2012), this item referred to 
personal observations of unethical behavior exhibited by 
other employees rather than to self-reported behavior. This 
reduced the problem of social desirability bias. The organi-
zation’s code of conduct, a 44-page document that describes 
the ethical and legal requirements governing the business, 
had been distributed to every employee. The content of 
the code of conduct defines what is considered unethical 
behavior in the following aspects: harassment, discrimina-
tion, threats, conflict of interest, insider trading, bribery 
and corruption, financial misconduct, and any violation of 
internal policies such as data security, international trade, 
fair competition, gifts and entertainment, and protection of 
company assets. The code of conduct also requires employ-
ees to speak up and report any suspected violation of the 
code of conduct, regardless of the hierarchical position of 
the offender, by establishing a nonretaliatory policy. Because 
the code of conduct is publicly available and all new hires 
need to sign it before joining the company, it is expected 
that all employees and managers employed by the company 
will use their knowledge of the content of the code of con-
duct when determining whether an action violates the code 
and is thus unethical in the context of work. The 12-month 
period referred to in the item has already been used in other 
empirical studies involving unethical behavior (e.g., Kaptein 
2008; Treviño et al. 1998). In order to exclude the effect of 
team size on unethical behavior (because the more mem-
bers in a team, the more people could behave unethically 
and the more likely that the frequency of unethical behavior 
would be higher), we calculated the ratio between the fre-
quency of observed unethical behavior and the number of 
team members.
In keeping with studies conducted by Ayers and Kaplan 
(2005) and Kaptein (2011b), we requested the respondents 
to indicate what they think they would do if they were to 
observe unethical behavior in their organization. We captured 
the intention to report unethical behavior within the organi-
zation with the question, “If you were to observe unethical 
behavior, would you feel comfortable to report to” with five 
different possible recipients: supervisor, senior management, 
human resources, compliance officer, and compliance hotline. 
In this organization, the compliance officer belonged to the 
Legal & Compliance department and reported directly to the 
CEO. The compliance officer was thus independent from the 
HR department. Respondents had to separately rate whether 
they would feel comfortable reporting observed unethical 
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behavior through each of the five reporting channels. Other 
possible responses to unethical behavior such as “trying to 
resolve the matter directly” and “notify someone outside the 
organization” were captured by similar questions: “If you were 
to observe unethical behavior, would you feel comfortable 
resolving the matter directly?” and “If you were to observe 
unethical behavior, would you feel comfortable reporting to 
an external authority outside the company?” The responses 
were recorded in a Likert scale from 1 to 6, ranging from 
“1 = strongly disagree” to “6 = strongly agree”. For internal 
reporting, the results per respondent were aggregated on the 
average of the five recipients. In including different recipients, 
the measure provided a more balanced test of employees’ will-
ingness to report unethical behavior within the organization in 
comparison to studies with a more conservative approach, such 
as Warren et al. (2014), which only included the compliance 
officer as recipient.
Control Variables
The following demographic control variables were used to 
consider additional factors that might explain the variance 
in TEC: hierarchical level of the team (with three catego-
ries: “1 = nonmanagerial level”, “2 = managerial level”, and 
“3 = senior managerial level”); job tenure of team mem-
bers in the organization (with four categories: “1 = less 
than 6 months”, “2 = between 6 months and 1 year”, and 
“3 = between 1 and 2 years”, and “4 = over two years”); and 
size of the teams (in number of employees).
Data Analysis
We performed the following analysis on the generated data. 
We calculated the mean for the ethical culture at team level 
through the team averages of the eight dimensions (from the 
CEV Model). The within-group interrater agreement index, 
rwg (James et al. 1993) was used to assess whether the aggre-
gation of data justified higher levels of analysis. To address 
the question of whether TECs resemble or differ from each 
other, we conducted a hierarchical cluster analysis (following 
Hofstede 1998b) and a multivariate analysis of variance. For 
Hypothesis 2, we examined the sequence of ethical culture 
dimensions at the organizational and team levels. For Hypoth-
esis 3, we used linear regression and logistic regression analy-
ses to determine the implications of the differences in TEC for 
the frequency of observed unethical behavior and employees’ 
responses to unethical behavior.
Results
Preliminary Analysis
In the development of this study, we took several steps to 
minimize concerns regarding common method bias. For 
instance, we followed many of the recommendations by 
Podsakoff et al. (2003). More specifically, we reminded 
participants that their responses were anonymous, we care-
fully used a highly validated scale, and we included differ-
ent types of scales in the survey.
Table 1 depicts the means, standard deviations, and 
correlations of all study variables. The variance inflation 
factors were not greater than 10, thus there did not seem to 
be any problems of multicollinearity despite certain high 
correlations. Ten is the rule of thumb to indicate multicol-
linearity problems (Ryan 1997). All dimensions of ethical 
culture were negatively correlated to observed unethical 
behavior and positively related to the intention to report 
unethical behavior. All dimensions of ethical culture 
were equally correlated with the ratio of observed unethi-
cal behavior per employee. The bivariate correlations 
with observed unethical behavior ranged from r = − 0.07 
(p > 0.01) for clarity of ethical behavior to r = − 0.38 
(p < 0.01) for sanctionability, while bivariate correlations 
with intention to report ranged from r = 0.54 (p < 0.01) 
for clarity to r = 0.70 (p < 0.01) for discussability. The 
frequency of the average ethical culture of the 180 teams 
showed a broad range of scores between 3.85 up to 5.75. 
The difference between the highest and the lowest team 
was 1.9. The median for ethical team culture scores across 
teams was 5.05.
Within‑Group Consistency and Between‑Group 
Differences of Team Ethical Cultures
To test Hypothesis 1, we first needed to justify why we 
composed measures of TEC based on the individual scores 
of team members. In other words, we needed to prove that 
individual responses of team ethical culture are sufficiently 
homogenous within teams and differ between teams. To do 
that, we used the within-group consistency of responses 
via rwg and the between-group differences via interclass 
correlation coefficient (ICC).
The term within-group consistency refers to the degree 
to which raters (team members) provide essentially the 
same rating (Bliese 2000). In our study, the average of rwg 
found was 0.87, which was acceptable because it did not 
fall below the 0.7-threshold that George (1990) and Nun-
nally (1978) recommended. The maximum rwg score was 
0.98, while the minimum was at 0.53. The inclusion of ten 
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teams that were below the 0.7-level was in line with the 
argument of Liu et al. (2011) that when the average rwg is 
very high, like in our study (above 0.85), using only the 
valid data above the threshold is probably as good as using 
all data. As rwg gets higher, the portion of the sample with 
low rwg values decreases, hence the difference between 
using the complete sample and using only those observa-
tions with high interrater agreement values also decreases 
(Liu et al. 2011). We will further examine the theoretical 
implications of this choice in the discussion section below.
We examined the variance in team ethical culture by cal-
culating the ICC to determine the respective proportions 
of the variance that were due to the team-unit level and to 
the individual level. The ICC (type 1), which is computed 
via a random intercepts model, indicates the proportion of 
total variance between teams, with values typically less than 
0.20 (Bliese 2000). The ICC coefficient reported at 0.05 pro-
vided evidence of between-team differences. The coefficient 
of 0.05 indicated that the consistency of responses within 
each team was not merely due to highly consistent responses 
Table 1  Means, standard deviations, and correlations
On the diagonal, Cronbach’s alpha for ethical culture and its dimensions
**p < 0.01, *p < 0.05
Mean SD 1 2 3 4 5 6 7
1. Clarity 5.14 0.36 (0.91)
2. Congruency supervisors 5.13 0.46 0.63** (0.93)
3. Congruency managers 4.91 0.42 0.69** 0.56** (0.93)
4. Feasibility 5.06 0.41 0.64** 0.59** 0.80** (0.89)
5. Supportability 5.05 0.42 0.56** 0.67** 0.59** 0.60** (0.90)
6. Transparency 4.78 0.45 0.57** 0.64** 0.62** 0.62** 0.74** (0.91)
7. Discussability 5.00 0.43 0.66** 0.73** 0.67** 0.70** 0.75** 0.81** (0.95)
8. Sanctionability 4.79 0.43 0.61** 0.71** 0.70** 0.66** 0.74** 0.84** 0.87**
9. Ethical culture total 4.98 0.36 0.78** 0.82** 0.83** 0.82** 0.84** 0.87** 0.91**
10. Team size 7.66 4.95 0.12 0.02 − 0.04 − 0.05 − 0.15* − 0.06 − 0.11
11. Gender 1.37 0.27 0.01 − 0.12 0.04 − 0.01 − 0.11 − 0.10 − 0.17*
12. Age 2.00 0.26 0.03 0.04 − 0.03 0.06 − 0.01 0.02 0.05
13. Tenure of respondents 3.02 0.77 0.09 − 0.08 − 0.06 − 0.05 − 0.13 − 0.09 − 0.01
14. Position of respondents 1.35 0.55 0.12 0.03 0.03 0.13 0.09 0.03 0.20**
15. Observed unethical behavior 1.13 1.58 − 0.07 − 0.18* − 0.31** − 0.25** − 0.34** − 0.30** − 0.34**
16. Intention to report unethical behavior 4.91 0.45 0.52** 0.55** 0.56** 0.57** 0.57** 0.63** 0.70**
17. Ratio observed unethical behavior/employee 0.13 18 − 0.13 − 0.16* − 0.31** − 0.29** − 0.26** − 0.29** − 0.30**









9. Ethical culture total 0.91** (0.96)
10. Team size − 0.10 − 0.06
11. Gender − 0.09 − 0.08 0.17*
12. Age − 0.04 0.02 0.13 0.12
13. Tenure of respondents − 0.14 − 0.07 − 0.03 0.15* 0.28**
14. Position of respondents 0.06 0.10 − 0.26 − 0.10 0.41** 0.45**
15. Observed unethical behavior 0.38** − 0.33** 0.66** 0.17* 0.15* 0.13 − 0.12
16. Intention to report unethical behavior 0.64** 0.70** − 0.14 − 0.11 0.19* 0.04 0.29** − 0.25**
17. Ratio observed unethical behavior/employee − 0.29** − 0.30** 0.12 0.10 0.09 0.16* 0.05 0.69** − 0.24**
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in the entire sample that included all teams. A meaning-
ful composition of responses by teams to show differences 
was supported by between-team differences that accompany 
within-team similarities. These analyses showed that 5% of 
the total variance on TEC was explained by the team level. 
The variance in team ethical culture could also be explained 
by team characteristics that we did not measure fully. The 
ICC was also significant (p < 0.01).
To understand the differences found between TECs, 
we conducted two separate analyses: hierarchical cluster 
analysis and multivariate analysis of variance. Although 
differences between TECs exist on average (ICC), ICC 
values do not show differences in culture between teams. 
For example, a majority of unique teams can have simi-
lar aggregate scores for ethical culture, while some teams 
can have important differences compared to this majority. 
The resulting average may obscure the range of such dif-
ferences because they may have balanced off (higher and 
lower TECs). For this reason, we started with the hier-
archical cluster analysis. The mean scores on the eight 
dimensions of ethical culture for the 180 teams were 
subjected to a hierarchical cluster analysis using Ward’s 
method (cf. Hofstede 1998b). In this statistical technique, 
teams and clusters of teams were combined one by one 
based on the similarity of their mean scores on the eight 
ethical dimensions. The process of combination is pictured 
in a dendrogram or tree diagram, similar to what more 
recent studies, such as Artis and Okubo (2009), have done.
Figure 1 is based on the dendrogram for the entire organi-
zation and includes the original dendrogram (on the left) and 
the reduced size dendrogram (on the right). The reduction 
shows only the right-hand part, cutting at a rescaled distance 
of 10 points, thus combining the 180 teams into 9 small 
clusters. The process of determining the optimal number 
of splits to be taken into account resembles the process of 
analysis in factor analysis: one limits oneself to the steps 
that lead to large jumps on the rescaled distance scale. As a 
result, we found an important split between clusters 1–4 and 
5–9. Based on these scores, we labeled cluster 1–4 as teams 
with higher ethical subculture and cluster 5–9 as teams with 
lower ethical subculture. Further splits were more difficult 
to interpret because the distance between clusters was lower, 
which meant that different clusters at lower levels differen-
tiated much less among themselves. For this reason, if no 
significant differences were found in the higher levels, it 
was reasonable to believe that neither would they be found 
Fig. 1  Full and simplified den-
drogram of team ethical culture, 
using average linkage (between 
groups)
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in the lower levels. In any case, the analysis of such detailed 
differences was not necessary for this study.
The high ethical culture cluster included 145 teams and 
1,129 individuals. The ethical culture mean of the teams 
was 5.12 (SD = 0.23), with the highest score of 5.74 and 
lowest score of 4.74. Team demographic properties resem-
bled closely the original sample. The low ethical culture 
cluster (5–9) included 35 teams and 250 individuals. The 
teams in this cluster had an average ethical culture at 4.41 
(SD = 0.22), with teams scoring a maximum of 4.72 and a 
minimum of 3.85. Demographic group properties mainly 
resembled the original sample except for the hierarchy level, 
which signaled a slightly lower presence of management 
teams in this cluster (1.25).
Table 2 displays the second step for testing Hypoth-
esis 1, with the results of the multivariate analysis of 
variance by the two clusters of higher and lower ethical 
subcultures. The results indicated a significant overall 
difference between the two clusters in the mean of their 
TEC (F = 34.43, p < 0.001). Also, univariate analyses of 
variance revealed significant differences in all TEC dimen-
sions (p < 0.001). The multivariate n2 = 0.62 indicated 
that approximately 62% of the multivariate variance of 
the dependent variables were associated with the subcul-
ture (cluster) factor. Hypothesis 1 is therefore supported: 
there is a distinction between different TECs within an 
organization.
Multidimensions of Team Ethical Cultures
To test Hypothesis 2, we calculated the mean scores for 
all the ethical dimensions in each setting and determined 
the pattern of the dimensions for the two clusters (high and 
low ethical subcultures) and for the organizational pattern. 
Table 3 shows the results. In this table, we can see that the 
largest differences between clusters were found in the dimen-
sion of transparency (0.81), and the smallest in the dimen-
sion of clarity (0.52). The organizational pattern differed 
for each cluster in four dimensions, and only supportability 
was ranked the same in all three sequences. The top dimen-
sion for the overall ethical culture was clarity, as it was for 
the cluster of high ethical subculture; while congruency of 
supervisors was the first dimension for the cluster of low 
ethical subculture. Despite slightly different orders, all three 
sequences shared the same top four dimensions (clarity, con-
gruency of supervisors, feasibility, and supportability) and 
the same bottom four dimensions (congruency of manage-
ment, transparency, discussability, and sanctionability).
Admittedly, differences among patterns of ethical dimen-
sions exist but these differences are not large when we look 
at the order (there is no more than one difference order in 
the overall organizational pattern) or percentage differences 
(which range from 11 to 20%). This supports Hypothesis 2: 
the pattern of dimensions of ethical culture at the team level 
can differ between teams, although the differences within 
this organization for the two clusters are quite small.
Table 2  Results of MANOVA by teams (N = 180)
Team effect Wilks λ = 0.38 F = 34.43 p < 0.001 Partial 
η2 = 0.62Univariate results













Table 3  The patterns of the ethical culture dimensions




Feasibility Supportability Discussability Congruency 
management
Sanctionability Transparency
Company (n = 180) 1 2 3 4 5 6 7 8
Cluster EC high (n = 145) 2* 1* 3 4 5 6 8* 7*
Cluster EC low (n = 35) 1 3* 2* 4 6* 5* 7 8
Absolut difference between 
clusters
0.52 0.77 0.64 0.67 0.78 0.65 0.77 0.81
Relative difference between 
clusters
− 11% − 17% − 14% − 15% − 18% − 14% − 18% − 20%
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Regression of Clusters of Team Ethical Culture 
on Outcomes
The relationship between TEC and observed unethical 
behavior and employees’ responses to unethical behavior 
between the two clusters of TECs was analyzed by means 
of binary and linear regression analyses. We used TEC as 
a multidimensional model to test the link with unethical 
behavior and employees’ responses to unethical behavior.
We first compared the descriptives of both clusters of 
TECs. The cluster with higher TECs showed a lower level of 
observed unethical behavior (M = 0.99; SD = 1.34), a lower 
ratio of observed unethical behavior per employee (M = 0.11; 
SD = 0.15), and a higher intention to report unethical behav-
ior (M = 5.02; SD = 0.38). In contrast, the cluster with lower 
TECs showed a much higher level of observed unethical 
behavior at 1.74 (SD = 2.24) and ratio of observed unethical 
behavior per employee at 0.23, and the intention to report 
unethical behavior was much lower at 4.47 (SD = 0.47).
To test Hypothesis 3, we performed a logistic regres-
sion of ethical culture on observed unethical behavior for 
the individuals within each cluster. Because the item for 
unethical behavior in our study was dichotomic, it directed 
our analysis to a logistic regression model. We tested for 
effects of the perception of ethical culture on the two clusters 
using a logistic regression with unethical behavior as the 
binary dependent variable. Table 4 shows that the cluster 
with lower TECs explained better the variance on the fre-
quency of observed unethical behavior than the cluster with 
higher TECs did. Also, when we added ethical culture, the 
increase in the percentage of correct predictions improved 
by 1.2%, while the increase for the cluster with lower TECs 
Table 4  Logistic regression for ethical culture and observed unethical behavior (UB) with a binary outcome “Not” (= 0)” versus “observed UB” 
(= 1)
R2 = Nagelkerke’s variance explained. All predictors have eight degrees of freedom
**p < 0.01, *p < 0.05
Variables Stand. β weights Wald’s p < R2 Unethical 
behavior (% of 
detected)
High cluster (n = 1128)
Step 1 (constant) − 1.93 465.58 0.00 87.3*
Step 2
 Clarity 0.46 5.44 0.02*
 Congruency supervisors 0.04 0.05 0.82
 Congruency management − 0.71 18.87 0.01**
 Feasibility − 0.17 1.07 0.30
 Supportability 0.23 1.47 0.23
 Transparency − 0.29 2.94 0.09
 Discussability − 0.18 0.72 0.40
 Sanctionability − 0.45 5.33 0.02*
 Ethical culture 0.23 89.5*
Variables Stand. β weights Wald’s p < R2 Unethical 
behavior (% of 
detected)
Low cluster (n = 250)
Step 1 (constant) − 1.13 58.97 0.001 75.6
Step 2
 Clarity 0.68 6.88 0.01**
 Congruency supervisors 0.15 0.56 0.45
 Congruency management − 0.60 8.99 0.01**
 Feasibility 0.03 0.01 0.90
 Supportability − 0.33 1.76 0.19
 Transparency − 0.21 0.69 0.41
 Discussability 0.02 0.00 0.96
 Sanctionability − 0.59 4.47 0.03*
 Ethical culture 0.33 81.2*
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(95% confidence interval, 75.6% to 81.2%) was almost three 
times, at 5.6%.
The relationship between the dimensions of ethical cul-
ture and unethical behavior showed that three of the eight 
dimensions tested were significant in both clusters. Whereas 
clarity was positively related to observed unethical behavior, 
congruency of management and sanctionability were nega-
tively related to observed unethical behavior.
Next, to test other organizational outcomes in relation 
to Hypothesis 3, we performed regression analysis for ethi-
cal culture on employees’ responses to unethical behavior. 
Table 5 shows that in the cluster with higher TECs, the ethi-
cal culture model explained 36% of the intention to report 
within the organization (adj. R2 = 0.36; F = 32.67; p < 0.01). 
In the cluster with lower TECs, ethical culture explained 
50% of the intention to report (adj. R2 = 0.50; F = 88.32; 
p < 0.01). This shows that the association between ethical 
culture and the intention to report might vary between teams. 
Table 5 also shows that in the cluster of higher TECs, there 
was a positive association between all the dimensions of 
TECs (except for supportability) and the intention to report 
unethical behavior. In the cluster of lower TECs, however, 
only the dimension of feasibility was significantly related 
to the intention to report unethical behavior. Table 6 shows 
that the cluster with lower TECs explained 17% of the inten-
tion to resolve the matter directly (adj. R2 = 0.17; F = 54.09; 
p < 0.01), while the explanatory power of the cluster with 
higher TECs was lesser at 12% (adj. R2 = 0.12; F = 26.69; 
p < 0.01). The only dimensions of the ethical culture posi-
tively associated with resolving the matter directly were 
congruency of management and discussability in the cluster 
with higher TECs. Again, this showed differences between 
clusters of TECs because the cluster with lower TECs had 
no dimension associated with resolving the matter directly. 
Table 7 shows that ethical culture explained external report-
ing to an outside authority at just 5% for the cluster with 
higher TECs, while the explanatory relationship was not 
significant for the cluster with lower TECs. For the cluster 
with higher TECs, two dimensions of ethical culture posi-
tively associated with external reporting: transparency and 
sanctionability. The results confirm Hypothesis 3 because 
the differences between clusters of higher and lower TECs 
have different implications for the frequency of observed 
unethical behavior and the responses to observed unethical 
behavior.
Discussion
In this article, we used a differentiation perspective to study 
how TECs may differ and resemble within an organization. 
To assess how ethical culture may differ among teams, we 
collected the data of 180 teams from one organization. The 
relevance of this study was established by the significance 
of the differences between TECs and by the influence of 
clusters of TEC on the frequency of and different responses 
to observed unethical behavior.
The results show that on average, TECs have high within-
group agreement and moderate between-team differences. 
Team membership, or the shared experiences within a 
Table 5  Linear regressions for ethical culture and internal reporting
**p < 0.01, *p < 0.05
Dependent variable
Intention to report
High TEC cluster (n = 1128) Low TEC cluster (n = 250)
Adj. R2 F (df) Adj. R2 F (df)
Model fit 0.36 641.83** 0.51 261.32**
(1,1127) (1, 248)
Independent variable β T Sig. β T Sig.
Ethical culture 0.60 25.33 0.00** 0.71 16.16 0.00**
Clarity 0.10 4.61 0.01* 0.12 1.63 0.10
Congruency supervisors − 0.08 2.80 0.02* 0.10 1.46 0.15
Congruency management 0.16 − 2.31 0.00** 0.06 0.77 0.44
Feasibility 0.08 3.96 0.03* 0.16 2.01 0.05*
Supportability − 0.02 2.19 0.61 − 0.03 − 0.36 0.71
Transparency 0.08 − 0.51 0.04* 0.11 1.22 0.22
Discussability 0.18 2.03 0.00** 0.11 1.05 0.29
Sanctionability 0.19 3.70 0.00** 0.19 1.82 0.07
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team, explained 5% of the variance of ethical culture. This 
is lower than the 12% to 27% that Huhtala et al. (2015) and 
Kangas et al. (2017) found in organizational ethical culture, 
and the 12% to 19% that Glisson and James (2002) found 
in team culture. In contrast, LeBreton and Senter (2008) 
have suggested that a 5% explanation of the variance repre-
sents a small to medium effect. Furthermore, Bliese (1998) 
simulated conditions where only 1% of the variance was 
attributed to group membership and yet strong group-level 
relationships were detected that were not evident in the 
lower-level data. Therefore, Hypothesis 1 is supported: the 
ethical culture of teams within an organization can differ 
from each other.
Table 6  Linear regressions for ethical culture and resolving unethical behavior directly
**p < 0.01, *p < 0.05
Dependent variable
Addressing UB directly
High TEC cluster (n = 1128) Low TEC cluster (n = 250)
Adj. R2 F (df) Adj. R2 F (df)
Model fit 0.12 26.69** 0.17 54.09**
(1, 1127) (1, 248)
Independent variable β T Sig. β T Sig.
Ethical culture 0.69 12.13 0.00** 0.63 16.16 0.00**
Clarity − 0.04 − 4.88 0.62 0.22 1.48 0.14
Congruency supervisors − 0.46 − 0.60 0.55 0.02 0.19 0.84
Congruency management 0.16 2.191 0.02* − 0.06 − 0.55 0.58
Feasibility 0.07 0.89 0.37 0.01 0.05 0.96
Supportability − 0.03 − 0.38 0.70 − 0.05 − 0.37 0.71
Transparency 0.13 1.69 0.09 0.13 0.95 0.34
Discussability 0.48 4.96 0.00** 0.29 1.71 0.08
Sanctionability − 0.09 − 1.10 0.27 0.05 0.32 0.74
Table 7  Linear regressions for ethical culture and external reporting
**p < 0.01, *p < 0.05
Dependent variable
External reporting
High TEC cluster (n = 1128) Low TEC cluster (n = 250)
Adj. R2 F (df) Adj. R2 F (df)
Model fit 0.05 4.63** 0.01 0.84
(1, 1127) (1, 248)
Independent variable β T Sig. β T Sig.
Ethical culture 0.16 2.15 0.03* 0.10 1.07 0.29
Clarity − 0.17 − 1.60 0.11 0.01 0.01 0.99
Congruency supervisors − 0.11 − 1.12 0.26 0.10 0.79 0.43
Congruency management 0.02 0.16 0.86 − 0.09 − 0.69 0.49
Feasibility − 0.31 − 3.17 0.01 0.02 0.14 0.89
Supportability − 0.09 − 0.81 0.41 0.08 0.48 0.62
Transparency 0.40 4.16 0.00** 0.17 1.01 0.31
Discussability − 0.07 − 0.59 0.55 0.14 0.67 0.50
Sanctionability 0.35 3.12 0.00** − 0.30 − 1.63 0.10
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Clustering TECs in hierarchical cluster analysis yielded 
interesting results. Following Hofstede’s (1998b) empirical 
approach with the dendrogram, we observed that the con-
stellation of TECs may form at least two differentiated clus-
ters within the organization we studied, and we specifically 
characterized the clusters as either higher or lower ethical 
subcultures based on the scores of the ethical culture in each 
team. Compared to the lower-level cluster, the higher-level 
cluster showed lower levels of observed unethical behavior 
and higher levels of intention to report. Although it would 
have been possible, we did not try to interpret further splits 
in lower levels of the dendrogram. This is because the pur-
pose of our study was to determine whether there were any 
differences among TECs and if these differences were sig-
nificant. The MANOVA results suggest that the differences 
between the two clusters are significant, and this adds sta-
tistical support to the clustering choices during the analysis.
With regard to the patterns or sequences of the eight 
dimensions of ethical culture, it is necessary to understand 
that knowing the moderate to high correlations among the 
eight dimensions shown in Table 1 does not undermine 
the value of assessing team patterns. Although we found 
differences between the patterns of both clusters, these 
differences did not correspond to the more team-specific 
dimensions, contrary to our expectation. For example, we 
observed in both clusters of TECs, which differed in the 
sequences of dimensions, a combination of dimensions 
related to the team and organizational levels at the top 
four positions of the sequence. In fact, supportability was 
the only dimension that occupied the same position in the 
sequence in both clusters. A closer look suggests that the 
differences are best interpreted in terms of the compliance 
and integrity distinction. Treviño et al. (1999) argued that 
an integrity-based approach to ethics is more effective than a 
compliance-based approach. Role modeling (supervisors and 
management), discussability, and supportability are more 
like integrity-based dimensions because they refer to values 
and empowerment; while clarity, transparency, sanction-
ability are more like compliance-based dimensions because 
they refer to rules and discipline. Consequently, knowledge 
of patterns of TECs is important for determining whether 
TECs are either integrity- or compliance-oriented. Results in 
Table 3 show that the patterns of high TECs score relatively 
higher on integrity-based dimensions and relatively lower on 
compliance-based dimensions. Therefore, Hypothesis 2 on 
the existence of different patterns of the dimensions of TEC 
between clusters is confirmed.
Next, we found the differences in TEC to be relevant 
when we examined the outcomes, frequency of observed 
unethical behavior, and different responses to observed 
unethical behavior. That is, the relationships of different 
clusters of TECs with the outcomes showed sufficient dif-
ferences, thus confirming Hypothesis 3.
We see both differences and similarities in the relation-
ship of TEC with each outcome. With regard to the outcome 
variable, frequency of observed unethical behavior, the ethi-
cal culture in the cluster with lower TECs explained more 
variance than the ethical culture in the other cluster (higher 
TECs). One possible answer may be that the latter cluster 
had a low level of observed unethical behavior, which made 
it difficult to find predictors. This is because initially 87% 
of the cases were “predicted” correctly without including 
predictors. Only three of the eight dimensions of TEC tested 
in the relationship with observed unethical behavior were 
significant in both clusters. Whereas clarity was positively 
related to the observed unethical behavior, congruency of 
management and sanctionability were negatively related to 
the same. Kaptein (2011a) also found that, as expected, con-
gruency of management and sanctionability had a negative 
relationship with observed unethical behavior, while clarity 
was not significantly related. In our study, the positive rela-
tionship between clarity in teams and observed unethical 
behavior may be because the clearer the norms, the more 
defined unethical behavior is and the more respondents label 
behavior as unethical. In addition, unlike Kaptein (2011a), 
we did not find in this study the negative relationships of 
congruency of supervisors, supportability, feasibility, and 
discussability with observed unethical behavior.
With respect to the outcome variable, intention to report 
observed unethical behavior within the organization, seven 
of the eight dimensions of ethical culture were significantly 
associated with it in the cluster of higher TECs. Support-
ability was not significantly associated with the intention 
to report unethical behavior. Of the seven dimensions, only 
congruency of supervisors was negatively related to this out-
come variable. The more employees perceived role modeling 
in the immediate supervisor, the less they showed intention 
to report unethical behavior. This relationship is understand-
able if we consider that the variable intention to report is 
composed of the average of four additional recipients apart 
from the supervisor. When employees believe that they 
have a supervisor who is an ethical role model, they may 
feel more inclined to report directly to the supervisor and 
overlook other available reporting channels. In the cluster 
of lower TECs, only the dimension of feasibility was signifi-
cantly related to the intention to report unethical behavior. 
Because the degree of variance explained by ethical culture 
on the intention to report is different between clusters of 
TECs, and the dimensions of ethical culture related to the 
intention to report unethical behavior also vary between 
clusters, it is reasonable to assume that the role of culture as 
a proxy to increase the intention to report observed unethical 
behavior may be more relevant in some teams.
When it came to resolving the matter directly as a 
response to observed unethical behavior, only the cluster 
with higher TECs showed dimensions of ethical culture that 
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were significantly associated with this outcome variable. In 
particular, congruency of management and discussability 
were found to be positively associated with resolving the 
matter directly. It is reasonable to think that employees’ per-
ception of management’s positive role modeling is likely to 
encourage them to act directly when they observe unethical 
behavior because of the belief that they have the backup of 
the higher-ups. However, the fact that employees experience 
openness in discussing ethical dilemmas within their team 
may make them more confident to informally call out others 
who seem to be behaving unethically (i.e., violating the code 
of conduct). In contrast, when we observed the relationship 
of ethical culture with the intention to report to some author-
ity outside the organization, we found that the transparency 
and sanctionability dimensions were positively associated 
with this response, but only for the cluster with higher 
TECs. It is logical to think that employees who perceive that 
unethical behavior is promptly detected within their teams 
are more inclined to report not only within the organization 
(Table 5) but also externally. Latan et al. (2018) showed that 
organizational antecedents related to ethics improved both 
internal and external reporting intentions. Similarly, the per-
ception that there is accountability—that unethical behav-
ior is sanctioned within the organization—may increase not 
only employees’ intention to report internally but also their 
inclination to report to authorities outside the organization.
Future Research
This study contributes to the understanding of the ethical 
culture of organizations by using the lens of the differentia-
tion perspective on TECs. Our study shows that examining 
the ethical culture at the team level offers greater insights 
about the complexity of the construct within organiza-
tions and clarifies how ethical subcultures can be defined 
and understood according to the differentiation perspec-
tive. Based on this knowledge and on the use of clusters of 
higher and lower TEC in this study, new research strategies 
can be designed to extend scholarship on the differentiation 
perspective in business ethics, particularly to develop new 
typologies of ethical subcultures based on different charac-
teristics of the clusters of TECs.
The findings of this study open up several avenues for 
future research. We discuss here four important ones. One 
promising research direction is to find out whether more 
than two ethical subcultures or clusters of TECs can be dis-
cerned in an organization so we can better model ethical 
culture at suborganizational levels. To find out the extent to 
which TECs within an organization can differ, our current 
study can be replicated in other organizations from other 
national cultures, industries, and group structures, different 
from the one we studied here. With regard to organizational 
subcultures in general, there has already been a considerable 
stream of research (Jung et al. 2015; Shin et al. 2015), for 
instance, how organizational subcultures may affect merg-
ers and acquisitions (Van Marrewijk 2016), the implementa-
tion of corporate sustainability policies (Kok et al. 2017), 
and the rivalry between different military units and services 
such as conventional military and special operations forces 
(Soeters 2018). As to the topic of ethics, we expect a similar 
surge in research on identifying ethical subcultures based 
on team and other suborganizational levels and on exam-
ining relationships with various organizational outcomes. 
Knowing more about how ethical subcultures may affect 
important outcomes, such as actual reporting of unethical 
behavior or the occurrence of specific types of unethical 
behavior, could lead to important insights on differences 
within organizations.
A second promising research direction is to study the 
causes of cultural differentiation that create different TECs. 
TECs may be stimulated to be similar to each other when 
there are organization-wide measures to improve the organi-
zational ethical culture, such as codes of conduct or ethics 
hotlines, which are usually the same for every employee 
within an organization (Kaptein 2015). The influence of sen-
ior management may also have an effect as it cascades down 
similar levels of TECs, from higher to lower hierarchical lev-
els of an organization (Schaubroeck et al. 2012). However, 
as Schein (2007) argued, ethical culture among teams may 
differ due to their organizational factors, such as functions, 
geography, divisions, products/markets, and hierarchical 
levels. In the general organizational culture literature, Shin 
et al. (2012) found influences of team demographic diversity 
(e.g., nationality, age, tenure) on group-level outcomes. So 
it is likely that similar kinds of diversity may also influence 
the consistency or strength of TECs and fuel differentiation 
between them. Team members from different backgrounds 
may have a larger diversity of values (e.g., national, gen-
erational) than team members from similar backgrounds. 
Studies on other types of team cultures found the dimensions 
of flexibility–control and internal–external focus as explana-
tions for team performance (Shin et al. 2015). In this sense, 
it is also promising to find out how ethical culture spreads 
between or among teams to prevent bad barrels (teams with 
low ethical cultures) from poisoning good barrels (teams 
with high ethical cultures) and to stimulate good barrels to 
heal bad ones. This would be different from the studies on 
how unethical behavior spreads within teams (e.g., Ariely 
2008; Gino et al. 2009; Zuber 2015).
A third promising research direction is related to tailoring 
ethics programs for organizations. Many empirical studies 
on ethics programs within companies focus on the organi-
zational level (Kaptein 2015; MacLean et al. 2015; Smith-
Crowe et al. 2015; Warren et al. 2014), which suggests that 
within an organization the same measures are taken for each 
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employee in each team. For example, Kaptein (2009) studied 
the impact of ethics programs on organizational ethical cul-
ture by assessing the various components of these programs 
such as the code of ethics, ethics training and communica-
tion, and the ethics officer. Studying TECs then raises the 
interesting question to what extent the components of ethics 
programs have different impacts on TECs. By assessing the 
different impacts of these components on teams, we are then 
better able to tailor ethics program for organizations.
A fourth interesting research direction is to focus on spe-
cific dimensions of ethical culture and develop much more 
specific predictions about the outcomes of team variability. 
For example, perhaps variance on one dimension would be 
related to intra- and inter-team deviance, while variance on 
another dimension would be associated with more intra- and 
inter-team cooperation.
Limitations of the Study
One of the limitations of this study is the limited amount 
of time allocated by the company where we conducted our 
study for the employees to complete the survey. This affected 
the number of questions we could include in our study 
design. Many other studies on behavioral ethics have faced 
similar constraints (Warren et al. 2014). Due to these time 
limitations, we were not able to use an extensive scale (e.g., 
Kaptein’s 2008, 37-item scale) to measure the frequency of 
observed unethical behavior.
A second limitation is that TEC and the organizational 
outcomes were measured exclusively through surveys from 
the same source. Whilst this quantitative method has the 
advantage of allowing population sampling and providing 
representative results for the overall organization, mixed 
methodologies including interviews and focus groups could 
have extended the depth and characterization of the ethical 
subcultures after they were identified by the surveys. Future 
research could also use nonperceptual data for the outcome 
variables, for example, the number of hotline reports and 
investigations per team, which would increase confidence 
to avoid common method bias.
Implications for Management
Our findings certainly have several implications for manage-
ment. The most important of these is that to better under-
stand their organization’s ethical culture, management has 
to understand ethical culture at the team level. As our study 
found, the ethical cultures of the teams within an organiza-
tion can differ, both in the average and relative scores of their 
dimensions. This could also be the case in other organiza-
tions, which can be more decentralized and larger than the 
one in this study. Different management interventions may 
be required to improve each of the differing TECs. Hence a 
much more tailored approach in managing ethics is needed 
and possible.
Conclusion
Much of past research on ethical culture has omitted theo-
retical views that explain the complexity and variation of 
ethical culture between teams within organizations. In this 
study, the differentiation perspective was used for the first 
time in relation to TECs. Our analysis suggests that TECs 
exist within organizations and can form differentiated clus-
ters depending on the similarities and differences between 
teams. Our results show that at least two different clusters 
of TECs can be identified in the organization we studied. 
Furthermore, we found several interesting differences in 
the patterns of the ethical dimensions of the two ethical 
clusters and in their relationships with observed unethical 
behavior and intention to report unethical behavior. Based 
on the findings presented here, researchers should carefully 
consider and be transparent about the theoretical perspec-
tive they take when studying organizational ethical culture, 
and they should also account for team culture differentiation 
in their study designs. Future research on this topic should 
also seek explanations for ethical culture differentiation, 
combine different levels of study of ethical culture in and 
around organizations, and explore the implications of the 
existence of TECs for implementing ethics programs within 
organizations.
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